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TD REALTY INVESTMENTS 


FINANCIAL HIGHLIGHTS For The Years Ended December 31 


For The Year 1978 
Earnings available for distribution. ...... $ 7,699,000 
Average number of units outstanding .... 2,600,529 
Per trust unit: 
Net income after appropriations ...... $2.96 
INCOME CISTHDUTIONS iva yb ucbtus dans ody $2.95 
Return on unitholders’ equity.......... 12.6% 


At Year End 


Investment commitments: 


LOTT 


$ 6,694,000 
2,470,719 


$2.71 
$2.70 
11.4% 


URC OC RCRA aie te aes $212,986,000 
UEUROCO Pre ise ota lene Mek galt ee 47,399,000 
POLAT a he Mirae gems oN. Meee $260,385 ,000 


Market Price* of Units and Distributions Paid 


Unit Price 
High Low 
Quarter Ending 1978 
December 4 ee eet ee ee $27 $24 2 
SEDICMDEN OO eae evn sues Ge 27%. 26 
UU SO eae hd eee oe eee wae 27% 25% 
MaliGhiktl Rea tenner eter enone) Sie 26% 24% 
1977 
Decembersl eS eae ek $25% $23% 
Sepiember oO. Seah ehh cee wae 24% 23% 
UNSSO ee eee eee eee eee 25 21% 
Marchi Silber sete crete sete Sena tery he 26% 24% 


* Market price according to Toronto Stock Exchange. 


** Distribution paid in January to December 31 unitholders. 


The Annual Meeting of Unitholders will be held in the 


$191,100,000 
49,993,000 


$241,093,000 


Distributions 
Declared 
And Paid for 
The Quarter 


> .83 
We 
mae) 


Confederation Room of The Royal York Hotel, Toronto, at 11:00 a.m., 


Wednesday, April 18, 1979. 
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PRESIDENT’S REPORT 


We are pleased to report that 1978 was 
a successful year for the Trust. Income 
distribution was $7.7 million or $2.95 a 
trust unit, the highest in the history of 
the Trust. The distribution represented a 
9% increase from the 1977 level and 
was possible primarily because interest 
spreads widened. In addition, there was 
a nominal increase in average mort- 
gage loans outstanding and interest on 
the non-accrual mortgage loans was 
kept reasonably current. 


At December 31, 1978, funded 
investments were $213 million or 11.5% 
greater than at prior year-end. Funded 
and accepted but unfunded commit- 
ments totalled $260 million, an 8% 
increase over the prior year. Both were 
historically high totals for the Trust and 
were achieved in spite of repayments 
and prepayments during the year of $93 
million. Due to the unexpectedly high 
level of loan repayments, the Trust did 
not reach its projected portfolio growth 
of $50 million. However, we do not fore- 
see the same turnover in mortgage 
loans in 1979 and look for an increase in 
outstanding fundings at the year-end of 
$30 million or more. 


Two years ago the unitholders were 
advised that one group borrowing about 
$6 million, with the underlying security 
largely represented by undeveloped 
land in Montreal, were not able to meet 
their interest obligations. We are 
pleased to report that during the past 
year, the non-accrual mortgage loans 
improved considerably. Principal 
repayments of $1.9 million were 
received and commencing about mid- 
year, interest has been kept current. 


The Trust now holds security on addi- 
tional assets which we believe fully pro- 
tects the outstanding principal and 
unpaid interest. The borrowers are 
seriously considering the advisability of 
disposing of assets to further reduce 
borrowings during the current year and 
meanwhile, the account receives very 
careful supervision. 


It has been the policy of the Trust to 
maintain in excess of 50% of its portfolio 
in variable rate mortgages and this pol- 
icy will continue. To accommodate an 
increase in fixed rate mortgages, the 
Trust issued for the first time medium 
term fixed rate senior notes having 
maturities up to five years. It is our 
expectation that additional medium 
term notes will be issued from time to 
time when interest rates and terms are 
considered appropriate for matching 
with fixed rate investments. 


The outlook for 1979 is somewhat 
cloudy due to generally sharply higher 
interest rates and narrowing interest 
spreads. Nonetheless the large network 
of branches of the Adviser, The 
Toronto-Dominion Bank, is a source of 
increasing business for the Trust and 
combined with additional marketing 
emphasis by our portfolio management 
personnel, average fundings during the 
year are expected to increase and earn- 
ings should again be entirely satisfac- 
tory. The Trust continues as always to 
adapt its lending policies to meet 
changes in the marketplace with a view 
to maximizing investment opportunities 
without compromising the quality of the 
mortgage portfolio. 


Mr. Gordon E. Arnell, a resident of 
Edmonton and Executive Vice-Presi- 
dent of Oxford Development Group 
Ltd., joined the Board of Trustees dur- 
ing the year and we extend a most cor- 
dial welcome. He and the other 
Trustees offer sound guidance and | 
personally appreciate their ongoing 
assistance. To the staff of the Adviser 
whose day-to-day responsibilities relate 
to the Trust, a special word of apprecia- 
tion and with their continuing best 
efforts, the Trust will prosper. 


a: A ee 


William C. Poole 
President and General Manager 
February 12, 1979 


NATURE OF THE TRUST AND OPERATIONS 


GENERAL 


TD Realty Investments, an unincorpo- 
rated trust, was established in June 
1972 as Canada’s first real estate 
investment trust (‘REIT’). The Trust 
operates as a diversified mortgage 
financing intermediary which enables 
investors to participate in a profes- 
sionally managed and leveraged port- 
folio of mortgage loans and other real 
estate investments. 


The objective of the Trust is to develop a 
portfolio of mortgage and real estate 
investments for its unitholders that will 
meet three fundamental requirements: 


1) quality security, 
2) a satisfactory rate of return, and 
3) long term capital appreciation. 


TRUST UNITS AND 
INCOME DISTRIBUTION POLICY 


Units of the Trust which are purchased 
and sold through investment dealers 
are readily marketable as they are 
traded on the Toronto, Montreal, and 
Vancouver Stock Exchanges similar to 
corporate shares. The units are cur- 
rently eligible under the Income Tax Act 
of Canada as investments for registered 
retirement savings plans, registered 
retirement income funds, deferred profit 
sharing plans, and registered home 
ownership savings plans. 


The Trust considers that it has con- 
ducted its affairs so as to qualify as a 
“Unit Trust’? and as a ‘Mutual Fund 
Trust’? under the Income Tax Act of 
Canada. The Trust is not taxed on that 
portion of its taxable income which is 
paid or payable to unitholders. The 
Trust distributes 100% of its taxable 


income through quarterly payments to 
its unitholders. Income distributions 
received by unitholders for 1978 were 
interest income for tax purposes of the 
unitholders and therefore not eligible for 
the dividend tax credit. Such distribu- 
tions are eligible for the $1,000 interest, 
dividends, and capital gains deduction. 


MANAGEMENT 


The Trust is managed by a Board of 
elected Trustees who collectively have 
extensive experience in all aspects of 
real estate and finance. 


The Trust receives investment and 
financial advice from its Adviser which, 
since the inception of the Trust, has 
been The Toronto-Dominion Bank. The 
Adviser has made available to the Trust 
the services of its mortgage, property 
development and credit personnel. The 
Trust benefits from investment opportu- 
nities generated by the Adviser through 
its branch network and through the 
many associations it has developed 
over the years as the banker for builders 
and developers. In formulating and 
implementing its capital management 
policies, the Trust also benefits from the 
Adviser’s knowledge of capital markets. 


INVESTMENT POLICY 


Within the limitations of the Declaration 
of Trust and Ontario Securities Com- 
mission policy, the Trustees vary the 
mix of maturities, floating interest rate 
component, types, geographic diversity 
and amounts of mortgage, real estate 
equity and other investments in the light 


of changes in economic conditions and 
other relevant factors. In response to 
market conditions the Trust’s lending 
policy has become progressively more 
selective and emphasis has been prima- 
rily placed on commitments stipulating 
floating rates of interest. The Trust’s 
investment policies and their methods 
of implementation may be altered in the 
future as new investment forms are 
developed. 


The following is representative of the 
types of loans and investments the Trust 
seeks: 


Residential Mortgages: 

The Trust intends that residential mort- 
gages will continue to hold an important 
position in its portfolio. Such loans may 
be either N.H.A. or conventional mort- 
gage loans on single or multiple family 
units of all types. To date, the single 
family housing mortgages have been 
purchased in blocks from the Adviser. 


Mortgage Loans on 
Income-Producing Property: 

Loans have been made to provide term 
mortgage financing on a broad range of 
commercial and industrial properties, 
such as shopping centres, office build- 
ings, warehouses, manufacturing facil- 
ities, apartments and hotels. These 
investments are secured by first mort- 
gages on the properties with loan to 
value ratios normally up to 75%, but 
ratios in excess of this figure will be con- 
sidered if either the excess is insured, 
the financial responsibility of the parties 
concerned is undoubted, or the prop- 
erty itself has special characteristics 
which tend to enhance its long term 
value. 


TD REALTY INVESTMENTS 


NATURE OF THE TRUST AND OPERATIONS (continued) 


Development Mortgage Loans: 


Medium term loans will be made to 
assist financing the acquisition of unim- 
proved land and the cost of converting it 
into serviced lots where we are satisfied 
the lots can be brought to market within 
a relatively short time and a market 
exists for the finished product. 


Construction Mortgage Loans: 


By itself and in conjunction with the 
Trust’s Adviser, TD Realty Investments 
is actively participating in construction 
loans On numerous types of devel- 
opments including residential, com- 
mercial and industrial properties. 


Standing Loans: 


This is a medium term mortgage financ- 
ing against newly completed projects 
and is designed to give the developer a 
period of time to lease the premises and 
arrange long term financing based on 
economic values. Developers are often 
anxious to ‘“‘mature’’ their investments 
before seeking term mortgage com- 
mitments and in conjunction with con- 
struction mortgage loans, the Trust can 
play an imaginative and useful financing 
role. 


Wrap-around Loans: 


The Trust is prepared to make invest- 
ments in wrap-around mortgages when 
a property’s value justifies making an 
additional loan subject to an out- 
standing prior mortgage and when it 


is not possible or desirable to retire the 
prior encumbrance. The principal 
amount of the wrap-around loan is 
equal to the outstanding balance under 
the prior mortgage and the amount of 
new money required and normally, as 
holder of the wrap-around mortgage, 
the Trust would assume responsibility 
for payments required under the prior 
encumbrance. 


Second Mortgage Loans: 


As with wrap-around mortgages, the 
Trust is prepared to grant a second 
mortgage when a property’s value jus- 
tifies an additional encumbrance and 
when it is not possible or desirable to 
retire the prior mortgage. 


Real Estate Equity Investments: 

The Trust seeks equity investments in 
real estate projects which show promis- 
ing income-producing capabilities. 


The diversification as to type of the 
Trust’s total investment commitments 
as at December 31 for the last three 
years has been as follows: 


1978 cas 1976 


Commercial .... 42.9% 36.4% 40.6% 
Land and 

development... 22.1 20.9 20.6 
Residential ..... TS S258 ceo 
InduSiial acme La 16.9 169 15.8 
EquilVestax mare — — él 


The geographic diversification of the 
Trust’s total investment commitments 
as at December 31 over the last three 
years has been as follows: 

1978 1977 = =1976 


Ontanow. =o. 66.9% 70.1% 69.6% 
AIDC dt 2 eee The gle Ory 
British Columbia . 10.3 94 8.3 
QuebeC Rr 52, iO ee 
Atlantic Provinces 2.8 aS il 
Manitoba ...... EOS eeeee ies) 
Saskatchewan .. 6 clGeaes 
Northwest 

Territories .... 6 6 _ 
FOreIGN) eee — - 8 
TDRI LIMITED 


The Trust conducts its debt borrowings 
through TDRI Limited (the ‘‘Com- 
pany’’). The debt issued by the Com- 
pany is a qualified investment under 
certain federal and provincial acts 
including the Canadian and British 
Insurance Companies Act (Canada) 
whereas securities including trust units 
issued directly by the Trust do not so 
qualify. The Financing Agreement 
between the Trust and the Company 
provides that the Company’s business 
is limited to the borrowing of funds and 
the onlending of these funds to the 
Trust, when and as requested by the 
Trust. These ‘‘back-to-back’’ borrow- 
ings by the Trust from the Company 
are on terms and conditions sub- 
stantially similar to the borrowings of 
the Company. 


FIVE YEAR FINANCIAL REVIEW OPERATING RESULTS 


Total revenue for 1978 increased 8.6% 
over 1977 mainly because the increase in 
bank prime rate from 8.25% to 11.50% 
during 1978 caused a similar increase in 
the gross yield on that portion (over 50%) 
of the Trust’s mortgage fundings which 
fluctuates with changes in bank prime. 
(These floating rate mortgages are basi- 
cally financed by short-term borrowings 
whose costs usually fluctuate with 
changes in bank prime.) In addition, inter- 
est received on the non-accrual mortgage 
loans increased significantly, prepayment 
bonuses were received on the early repay- 
ment of anumber of mortgages prior to 
their maturity dates, and average funded 
investments increased slightly. 


Net interest margin as a percentage of 
average investments is the difference 
between interest income (exclusive of 
bonus interest) and interest costs divided 
by average investments. 


Net interest margins are a function of 
interest rate spread and debt to equity 
ratio. The interest rate spread widened sig- 
nificantly in 1978 compared to 1977 
mainly because of an increase in interest 
received on the non-accrual mortgage 
loans, prepayment bonuses received, and 
a significant increase in spread between 
the rate of the Trust’s cost of short-term 
borrowings and the bank prime rate to 
which the Trust’s variable rate mortgage 
investments are tied. Although average 
investments increased, the average debt 
to equity ratio declined in 1978 because of 
conversion of $3.5 million of the 1972 
participating subordinated note into 

trust units. 


Figure 1 


Total Revenue 


|| Bonus Interest Bd Fees and Other 4 Interest Income 


$ millions 
25 


96.4% 


1974 1975 1977 1978 


$ thousands 
Interest Income $14,387 $17,656 $20,962 $22,945 


Bonus Interest 296 216 111 106 
Fees and Other 465 434 366 232 
$15,148 $18,306 $21,439 $23,283 


Figure 2 
Net Interest Margin as a % of Average Investments 


11.3% 11.4% 
10.9% 
Ty 9 et 


Interest Income as a % of 
Average Investments 


6.9% 6.7% 

eg 6 OR 3 6.0% 
ee OSES) 
@ A 

oes © EEE © me © 5.3% 


4.4% ————_—_ 4. *9—— 4.5% 


Cost of Borrowings as a % of 
Average Investments 


Net Interest Margin as a % of 
Average Investments 


0 
1974 1975 1976 1977 1978 


$126.5 $161.5 $182.3 $200.8 $203.2 Average Investments($ millions) 
2.0:1 2.331 Zeal 2.4:1 2.3:1 Average Debt to Equity 
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FIVE YEAR FINANCIAL REVIEW OPERATING RESULTS 


Explanations for variances over the last 
five years of revenue less borrowing costs 
as a percentage of average investments, 
can be derived from the preceding two 
charts and accompanying commentary 
(Figures 1 and 2). 


The major 1978 operating expenses are 
the advisory fee and the provision for 
losses. Commentary on the general nature 
of these expenses appears at Notes 1(b) 
and 1(d), respectively, to the consolidated 
financial statements. With the com- 
mencement in 1976 of the establishment 
of an allowance for losses and a reserve 
for future losses, the operating expenses 
and appropriations of the Trust have 
remained fairly constant as a percentage 
of average investments. 


Therefore, the return (after appropri- 
ations) on average investments for 1978 
compared to 1977 increased from 3.3% to 
3.8% for the reasons given at Figure 2 for 
the increase in the net interest margin. 


The Trust’s return (after appropriations) 
on average unitholders’ equity increased 
from 11.4% to 12.6% during the year. For 
the last five years, the Trust’s return on 
equity has been greater than 102%. 


Return on average equity is the product of 
both return on assets and leverage of debt 
to equity. Although the average debt to 
equity ratio of the Trust declined slightly in 
1978 compared to 1977, the Trust’s 
return on average funded investments 
increased significantly. 


Figure 3 
Return (after appropriations) on Average Investments 


Revenue Less Borrowing Costs 
as a % of Average Investments 


Operating Expenses and 
Appropriations to Reserve for Future 
Losses as a % of Average Investments 


Return (after appropriations) on 
Average Investments 


1974 1975 1976 1977 1978 


Figure 4 


Return (after appropriations) on Average Unitholders’ Equity 


15% 


10% 


5% 


WSS WAS, “ISAS IST INAS} 4th 1st 2nd 3rd 4th,,1st 2nd 3rd 4th 


1976 We 1978 


Quarter (Annualized Rate) 


’ Figure 5 


Income Distributions Declared and Net Income After 
Appropriations - Per Trust Unit 


Income distributions per trust unit 
declared to the unitholders in 1978 were 
$2.95, an increase of 9.3% compared to 
1977, and the highest distribution in the 
history of the Trust. 


le Net Income After Appropriations Per Trust Unit 


a Income Distributions Declared Per Trust Unit 


The income per trust unit in 1978 was 
$2.96 (9.2% increase) based on the 
weighted average number of trust units 
outstanding during the year of 2,600,529 
(5.3% increase). 


Figures for income distributions per trust 
unit and net income per trust unit differ 
sometimes because the former is based on 
the number of units outstanding on the 
distribution record date, whereas the latter 
is based on the weighted average number 
of trust units outstanding during the year. 


Figure 6 
Quarterly Results of Operations (Unaudited) 
1978 1977 Restated* 
Quarter Ended Quarter Ended 
Dec. 31 Sept. 30 June 30 Mar. 31 Dec. 31 Sept. 30 June 30 Mar. 31 
(Thousands of Dollars) (Thousands of Dollars) 
RROVENUG a wees cou ane webs $6,519 $6,005 $5,499 $5,260 $5,166 $5,313 $5,401 $5,559 
BOFrOWMNOCOSTS oa... cck nce ele 3,563 Ol S2 2,925 2,618 22 2,784 3,070 3,244 
Total revenue less 
DOMOWING COSTS uo Gua. 2,956 2,873 2,574 2,642 2,454 2,029 2,301 2.30 
Operatingexpenses ....... 878 864 Sis 791 544 839 762 747 
NetINGOMO 4. oss wc 8 ea 2,078 2,009 1761 1,851 1,910 1,690 1,569 1,568 
Appropriations to reserve 
forfuturelosses......... = — = = 43 _ = _ 
Earnings available for 
CISTHOUNOM ete arc 4 senor $2,078 $2,009 $1,761 $1,851 $1,867 $1,690 $1,569 $1,568 
PER TRUST UNIT: 
NOMNCOME eet ee ees 79¢ 76¢ 67¢ 74¢ 77¢ 68¢ 64¢ 64¢ 
Appropriations to reserve 
forfuturelosses....... = _— =— _ 2 — _ _ 
Net income after 
appropriations........ 79¢ 76¢ 67¢ 74¢ 75¢ 68¢ 64¢ 64¢ 
Income distributions. ..... 83¢ 7T2¢ 70¢ 70¢ 75¢ 68¢ 64¢ 63¢ 


*As aresult of the establishment in the fourth quarter of 
1977 of aprovision for losses that related to all of 1977, 
the 1977 quarterly figures have been restated for 
comparative purposes. 


~s 
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FIVE YEAR FINANCIAL REVIEW ASSETS AND LIABILITIES 


Figure 7 
Investment Commitments 


During 1978, advanced and total 
investment commitments increased by 
11.5% and 8.0%, respectively, compared 
to 1977 to reach their highest levels in the 
history of the Trust. Although these levels 
were achieved by the year-end, average 
funded investments during the year 
increased only 1.2% because of the carry- 
over effect of very heavy mortgage princi- 
pal repayments in the fourth quarter 

of 1977. 


The schedule to the financial statements 
outlines the nature of the Trust’s 
investment commitments. 


In 1978, the $2.0 million repayment of the 
floating rate senior note due 1980 and the 
$21.9 million increase in funded 
investments were financed by increased 
commercial paper borrowings and the 
issue for the first time of medium-term sen- 
ior notes which totalled $13.5 million at 
December 31, 1978. 


Ey Unadvanced 


1975 


Total Commitments 
as at December 31 


($ millions) 


$199.4 


Figure 8 
Source of Funds 


Capital Funds 
Ea (1972 participating subordinated 
note and unitholders’ equity) 


$ millions i Medium-Term Senior Notes 


225 


1974 1975 


Total Source 

of Funds 

as at December 31 
($ millions) 


$143.1 $169.1 


CJ Advanced 


1976 


$232.3 


Short-Term 


1976 


$203.2 


Notes Payable 


1977 


$241.1 


USAT 


$189.1 


1978 


$260.4 


Floating Rate 
Senior Note 
Due 1980 


1978 


$209.7 


FIVE YEAR STATISTICAL REVIEW 


Beto (Oe ee MeO NII. Tae 
Position At Year End 
Mortgage and other real estate investments 
($000 omitted): 
BV AMCECHOOLUON Ee h aes me Shs pista pee el Bryony Se2i2,9807 407 191, 100° 3° 203;860 $171,329: S$" 143,357 
WpacvaMnced POnlOmMer nn ea.s gas an Say ewe bo eee 47,399 49,993 28,434 28,328 52,095 
TOLake OMMMMUIMENtS 9 Gn ee cals alow we wes ® 720U0;300: | S 241,008 $232,294 $9199,457. $ “195,452 
Borrowings and Capital Funds ($000 omitted): 
Short-termnotes payable .................. > 110,601 5 $ 101,458 ~ -$ 115,249 $ 78,212 $ 49,204 
Floating rate seniornote due 1980 ............ 7,434 9,471 10,882 14,432 17,500 
Medium-termsenior notes ......0.5.......... 13,500 — — _ — 
Capital Funds: 
1972 participating subordinatednote ........ 15,647 19,110 19,453 21,546 33,020 
IMEMOIOP TS COUN 8 2.46) S cu anid ore elo we ___ 62,484 99,021 57,684 94,989 42,887 
S 209,666, -$ 189,060. 3 203/268 | $' 169;179- $° 143,117 
Number of trust units outstanding .............. 2,632,794 2,494,274 2,442,523 2,307,319 1,873,248 
NUPADCEGIUAMNOIOGIS 64.5 66s eae eo Pa nan 8,441 8,477 6362 8,548 9,135 
Unitholders’ equity pertrust unit ............... $23.73 $23.66 $23.62 $20:30 $22.89 
Results For The Year 
Earnings ($000 omitted): 
Ee 5 OR er a Seed, cOS Meech Foo umOe 2h too, oe 18,306" $15,148 
Expenses: 
Short-term borrowing costs............... 9,273 8,994 9,099 5,548 5,079 
Interest on—participating subordinated note .. 1,626 OAS 1,954 2,099 3,353 
—floating rate senior note........ 741 901 1,180 1,630 428 
—medium-term senior notes ...... 598 — _ _ _ 
PNCOVIS OLY OC Fan iy oes tao cal oe pt ene A se RG 2;105 1,892 15716 1,666 1,180 
PLOVISIOMMOGIOSSOS on Win cate a ale Guna a» moka 641 Dit _ _ — 
COREG (ae ee fee et RAED oy Sus Ok hs Fs sate 600 423 611 636 473 
OLA exPeGOs Meaan crn Make. gs Stewed Sal's noKes 15,584 14,702 14,560 12,019 16,513 
ING UIC ONIAG SrPON gra tec Mista Gere Sein sia-wesases Suds 7,699 SHAS TS 6,620 6,287 4,635 
Appropriations to reserve for future losses ..... — 43 565 _ _ 
Earnings available for distribution ............ $ 7,699 §$ 6,694 § oui rereme aS Ceol Ss 4,635 
Per trust unit: 
NG EHEC OMG pamatntsiniras i ou4 1-4, ile oie eed ack aN $2.96 $2.73 S2.f2 $2.89 $2.48 
Appropriations to reserve for future losses ... =_ 502 Pes! — _— 
Net income after appropriations ........... $2.96 $2.71 $2.49 $2.89 $2.48 
INCOME CISIHIDUTONS --ee aakeree + - outa hes $2.95 $2.70 $2.48 $2.82 $2.48 
Average number of trust units 
CULSISNCUNCAC URI Gal ate a wolabn ands Seki oats 2,600,529 2,470,719 2,432,116 2,172,935 1,866,283 
Returns And Margins 
PVETAGEINICTSSLIMAIGIA fatiat.- Vonaves wees An ee 5.3% 4.5% 4.7% 4.9% 4.4% 
Average debt to equity ratio.................. 2.331 2.4:1 Zao 2.3:1 2.0:1 
Return on average investments ............... 3.8% 3.3% 3.3% 3.9% 3.7% 
Return on average unitholders’ equity .......... 12.6% 11.4% 10.6% 12.8% 10.9% 


*Exclusive of bonus interest. 


TD REALTY INVESTMENTS 


CONSOLIDATED STATEMENT OF INCOME AND UNDISTRIBUTED INCOME 


FOR THE YEAR ENDED DECEMBER 31, 1978 
(with prior year’s figures for comparison) 


178 ae 
_ (Thousands of Dollars) _ 


Revenue: 


Interestoninvestments ..............2.0....5......0.... 8... i $23,051 $21,073 : 
Feesandotherrevenue ......../)...0.5....,.....,5 2 8 232 386 
Totalfevenle... .. oo 23,283 = 400 
Expenses: : — 
Short-termborrowingcosts ......-......2....5.. 3. oe : (9,273 6 Oc8 
Interest on: ee 
Medium-termseniornoles ...........%..4..........6..27,..,, =, — 998 . = 
Floatingrateseniornote.................3......2..25.5.55.,.. - Ta — 901 
Participatingsubordinatednote ....................55....... 1,626 1,915 
Advisoryfee (Note 1(b)).......5.........4........5555 5. = | 2405 - 1,892 - 
Mortgageservicingiee .....................5.. .. =. i ele ali 
Provisiontorlosses(Note 1(d)) ............%..................,...57 641 57). 
Trusteefeesandexpenses......................,. ........... i SW — Al. 41 
Other... ...............5.........) ti“ sists 280..—«si«—“‘ia 
Totalexpensés ..........4...).555....).055...55 5. 0 15,584 14,702 — 
NET INCOME FOR THE YEAR (Note1(f)) ..-:...... 7,699 6,737 
Appropriations to reserve for future losses (Note 1(d)) ...................2....5 5 = 2 48 
Earnings Available for Distribution ............................ eC 7,699 © 6,694 — 
Undistributed income atbeginning ofthe year ..................5..... 5... |. _ . __ 200 200 
‘7,899 6,894 
INCOME DISTRIBUTIONS ................. 7,699 6,694 
UNDISTRIBUTED INCOME AT END OF IHE YEAR... ....... isis ee. $ 200 S$ 200 
Per Trust Unit: ee 
Netincome(Note6(a)) ............. ..3..,.... rr r—””—“‘(C@zC _ $2.96 $273 
Appropriations to reserveforfuturelosses .. ......... 4....57 oe — 
Netincome afterappropriations ........0)s...... 2... 7.83, $2.96 . SO 71. 
Incomedistributions «.....)6...... )2.5..  e $2.95. $2.70 


See notes to consolidated financial statements. 
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ees ries PaLsice weer | 


AS AT DECEMBER 31,1978 
h prior year's Ly for ee) 


- Assets 


“Accounts payable and accrued expenses 
Refundable commitment fees 
: Income a i. 
|| ‘Totaliabilities... Or 


7 Capital F Funds 
Ole participating subordinated note (Note 4) 

Equity: 
Trust units (Note 5) 
RC i ee. 
- Reserve for future losses (Note 1(d)) 
Total capital funds 
TOTAL 


RRC e Nw OR OR RR ee ew Se Gael e Ww) Wee ea We Rene Re Ge ow RO We a ee, 8 ee es 


On behalf of the Trustees: 
R. W. Korthals, Trustee 
W. C. Poole, Trustee 


_ See notes to consolidated financial statements. 


1978 


oi 


(Thousands of Dollars) _ 


$212,986 $191,100 
(1,218) (577) 
211,768 190,523 
823 1,071 
2,324 1,696 
$214,915 $193,290 
$110,601 $101,458 
13,500 = 
7,434 9,471 
2,801 2,014 
269 341 
2,179 1,875 
136,784 115,159 
15,647 19,110 
61,676 58,213 
200 200 
608 608 
| i64st 278,531 
$214,915 $193,290 


TD REALTY INVESTMENTS 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1978 
(with prior year’s figures for comparison) 


_ 1978 a 
(Thousands of Dollars) 
Source of Funds: 


Netincomeforthe year ......-... 2. -22)0;....252...5... 9 $ 7,699 $ 6,727 
Add—non-cashitem—provisionforlosses......_...........5........ 2) 2. ti ii 641 S71 
8,340 7,314 
Mortgage principalrepayments .........5..2,...............+5....- 2 93,533 69,743 
Proceedstrom issue oftrustuntts .....-....0......... ti‘ ‘é‘é‘CRRCCOCO”#”COC*OC*(;SRSCC# 3,463 1,294 
Short-term botrowingS—-net .................................... 9,143 = 
Medium-term borrowings—nel.......................25...... 22.0... 13,500 — 
Reduction in cash.and short-terminvesimentS ............0......... 248 378 
Other—net ...............5........... 2.) ri‘ ‘CSCC 391 493 
Jotalfundsprevided..«.......... tdi ws tsti“‘“‘OéOCO‘C;CS;CO#”CO*#*é#é#‘“‘(C‘®SCOCONCSOWCONO(i‘(NOSECZ $128,618 $79,222 


Application of Funds: 


Mortgage loans andotherrealestateinvesimenis .............................. ..... $115,419 $56,983 
Reduction of short-term borrowings—net .................4.3....5..... > 13,/91 
Income distributions ©.....4.5......2........-.... 4... i 7,699 6,694 
Partial repayment of floating ratesenior notedue 1980 ....................63).-.... 3 2,037 1,411 
Reduction of 1972 participating subordinatednole ..........5.... =, .«.:;5 = =... 3,463 343 

Totalfundsapplied «se .twt~i~C<“‘(‘(C(;;SNC#RUOOU.UOCi“i‘( (EO $128,618 $79,222 


See notes to consolidated financial statements. 


AUDITORS’ REPORT 


To the Unitholders of 
TD Realty Investments: 


We have examined the consolidated balance sheet of TD Realty Investments as at December 31, 1978 and the consolidated 
statements of income and undistributed income and of changes in financial position for the year then ended. Our examination was 
made in accordance with generally accepted auditing standards, and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the Trust as at December 31, 
1978 and the results of its operations and the changes in its financial position for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 


Toronto, Ontario DELOITTE HASKINS & SELLS 
January 18, 1979 Chartered Accountants 
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CONSOLIDATED SCHEDULE OF INVESTMENT PORTFOLIO 


AS AT DECEMBER 31, 1978 


Estimated 
Weighted 
Average 
Yield Investment Commitments 
(Advanced Advanced Unadvanced 
Nature of Investment Portion) Portion Portion Total 
(Thousands of Dollars) 
First Mortgages: 
Completed properties: 
Peace Nf 2 ce 10.8% $3 223,256 $ — $ 23,256 
BCONVentOhal 3. foc 12.3 9,269 502 9,771 
COouieila.- A234 55,509 12,418 67,927 
eS CU Oy ah Ee ee 11.8 31,516 4,209 35,725 
Construction: 
PeSOCOUGL 6 a er 13.5 6,803 2.0060 9,161 
ROM Cial a a 13:5 10,605 16,770 2I315 
OUD UE eG 1O33 2,442 1525 3,967 
Lejcanddevepienl......  ....., ee ee, | 36,5912 5,424 41,936 
Junior Mortgages: 
Completed properties: 
Pecdendal:. =.) 6 6 a At 3 4,315 4 4,319 
GOI ICia) ee 12.1 13,870 1,034 14,904 
PUGH al a a 122 2,541 2,541 
Construction: 
Peseta = ee a _ — 500 500 
Comacioa  .=....  ........ ..lhULULUDUULUlU: Tas 1,461 — 1,461 
POuSiia| es  tttsi“‘“C‘COé‘C(C;C#CW 13.8. I 1OL 700 1,910 
bangandcevecpnen: ...............:-......3................ 14.1 9,016 2,902 11,918 
PUNY OICIOAION = ee ee _ al Pa 
12.4% 208,893 47,399 256,292 
Non-accrual Mortgage Loans 
fee NOG 4UCOW) ae 8 a 4,093 _ 4,093 
W978 2 $212,986 $47,399 $260,385 
Toff Cr tti“(i‘COCOCOC(CSC“(‘(R CHOC: $191,100 $49,993 $241,093 
1. The advanced portion of the loans matures as follows: 
1979—$50,977,000 1982—$20,275,000 
1980—$29,915,000 1983—$44 953,000 
1981—$38,720,000 1984 and thereafter—$28, 125,000 


2. 55% of the advanced portion of the loans have rates which are subject to adjustments with changes in the bank prime rate or the 
Trust’s short-term borrowing costs. 


3. $45,714,000 of the total loans carry rights to bonus interest based on profits or rentals. Average yields do not include the bonus 
interest provided for in these loans. 


4. Interest income on the non-accrual mortgage loans has been recorded on a cash basis. As at December 31, 1978, interest of 
$565,000 was unpaid. Formal arrangements provide for minimum monthly aggregate interest payments of $25,000 but com- 
mencing in the latter part of 1978, the borrowers have been paying interest on a current basis at the full interest rate. The Trust 
has the right to require that all or any portion of the interest arrears be paid if it considers that the borrowers are able to do so. 
During 1978, these mortgage loans were reduced by principal repayments of $1,921,000. The borrowers have additionally 
secured the Trust sufficiently so that eventual full repayment of all principal and interest is likely. 


TD REALTY INVESTMENTS 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS December 31, 1978 


1. Operating and Accounting 
Policies 

a) The Trust: 
TD Realty Investments is a trust created 
pursuant to a declaration of trust made in 
Toronto, Ontario. Certain related activities 
are carried on by a wholly-owned subsidi- 
ary company whose accounts are consoli- 
dated in these financial statements. 


b) The Adviser: 

The Toronto-Dominion Bank is under con- 
tract to provide investment and financial 
advice and administrative and accounting 
services to the Trust and its subsidiary. 
Under these contracts, the Bank receives 
a monthly fee not in excess of 1/12 of 1% of 
the cost of the investment portfolio and 
amounts committed or guaranteed. The 
fee received is subject to certain limitations 
based on other expenses incurred by the 
Trust, average net assets, net income and 
average invested assets of the Trust. 


c) Financing: 

Under the terms of a financing agreement 
between TDRI Limited and the Trust, TDRI 
Limited has undertaken to limit its business 
to the borrowing of funds and the lending 
of these funds to the Trust on substantially 
similar terms and conditions, when and as 
requested by the Trust. The Trust reim- 
burses TDRI Limited for certain expenses 
incurred in connection with these 
operations. 


d) Allowance for Losses and Reserve 
for Future Losses: 
To date, no investments of the Trust have 
been written off. 


The Trust establishes on its investment 
portfolio an allowance for losses which is 
provided by charges against income. This 
allowance, which totals $1,218,000 at 
December 31, 1978, includes a com- 
ponent in respect of possible losses on 
specific investments and a component for 
losses not yet specifically identified. 


In addition, a reserve in the amount of 
$608,000 for possible future investment 
losses has been appropriated from undis- 
tributed income. 


It is intended that by December 31, 1979, 
the allowance and the reserve in aggre- 
gate will approximate 1.5% of eligible 
assets (1.0% at December 31, 1978). 


e) Income Recognition: 

The Trust ceases accruing interest on any 
loan where more than ninety days’ interest 
is in arrears or such lesser period as may 
be deemed appropriate, unless satisfac- 
tory arrangements have been made to pro- 
vide for payment in full of both principal 
and interest. 


f) Income Tax Status: 

The Trust considers that it has conducted 
its affairs so as to qualify as a ‘Unit Trust”’ 
and as a ‘Mutual Fund Trust’’ under the 
Income Tax Act of Canada. The Trust is 
not taxed on that portion of its taxable 
income which is paid or payable to unithol- 
ders. The Trustees have declared an 
income distribution to unitholders of 
record on December 31, 1978 of all the 
taxable income of the Trust for 1978, less 
amounts already distributed in respect of 
1978. Accordingly, no provision for 
income taxes on the income of the Trust 
has been made in these financial state- 
ments. Income taxes have been provided 
on the taxable income of the subsidiary 
company and are included in other 
expenses. 


2. Medium-Term Senior Notes 
The medium-term senior notes mature as 
follows: 
1979—$ 5,000,000 
1981— 3,500,000 
1983— 5,000,000 
$13,500,000 


3. Floating Rate Senior Note Due 1980 

The floating rate senior note due 1980 
matures on October 15, 1980, and is subject 
to repayment in whole or in part on January 
15 or July 15 of each year. Interest is payable 
quarterly at a rate adjusted monthly to 0.49% 
below the immediately preceding month-end 
prime rate of The Toronto-Dominion Bank. 
During 1978, this note also bore additional 
interest of $36,000 to amortize certain issue 
and commission expenses incurred by TDRI 
Limited (see Note 1(c)). At December 31, 
1978, there were no unamortized expenses. 


4. 1972 Participating Subordinated Note 

The 1972 participating subordinated note, 
which matures on February 15, 1993, is 
unsecured and by its terms is declared to be 
subordinated, in certain circumstances, to 
future borrowings and guarantees. Interest is 
payable semi-annually at a fixed rate of 
5.51% per annum, plus participating interest 
ata rate of up to 4.5% per annum based upon 
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net revenue (excluding gains or losses on 
dispositions) after certain deductions. In cer- 
tain circumstances, the note is subject to pre- 
payment in whole or in part. 


5. Trust Units 

The beneficial interest provided for in the 
Declaration of Trust is divided into trust units 
without par value and the number of trust 
units authorized to be issued is 12,000,000. 


The 1972 debentures of TDRI Limited, total- 
ling $15,647,000 at December 31, 1978, are 
guaranteed by the Trust, and are convertible 
at the option of the holder into trust units on 
the basis of one trust unit for each $25 princi- 
pal amount of debentures. During 1978, 
$3,463,000 of the 1972 debentures were 
converted into 138,520 trust units, thereby 
increasing the number of trust units out- 
standing as at December 31, 1978, to 
2,632,794 compared to 2,494,274 as at 
December 31, 1977. 


6. Earnings per Trust Unit 

a)Earnings per trust unit are calculated to 
give effect to the average equity employed 
by the Trust and, accordingly, are based 
on the weighted average number of trust 
units outstanding during the year— 
2,600,529 in 1978 and 2,470,719 in 1977. 


b) If all the debentures referred to in Note 5 
which totalled $19,110,000 at January 1, 
1978 had been converted as of that date, 
the fully diluted 1978 earnings per trust 
unit would have been $2.86. 


7. Commitments and Contingent 
Liabilities 

In addition to the commitments disclosed in 

the Schedule, the Trust is contingently liable 

as follows: 


a) Through its subsidiary as a guarantor of 
the principal and interest of a mortgage 
loan amounting to $2,134,000; 


b) Through its indirect equity interest in 
Toronto Eaton Centre for $4,363,000, rep- 
resenting its 2% share of the estimated 
completed cost of the centre. 


8. Lines of Credit 

The Trust has available unused lines of bank 
credit amounting to $50,000,000 at Decem- 
ber 31, 1978. 
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